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The Labor Background of Business 
Administration * 


By Cuapin Hoskins, Managing Editor, Forbes 


I HAVE accepted this assignment as one of research and reporting. What 
is wanted from me is information, not guidance. 

The labor background of management is only half made up of facts. 
The other half is emotions. 

When, in talking with a labor union executive recently, I happened to 
speak favorably of the new spirit with which a certain corporation is meet- 
ing its labor problems, he said, “But they aren’t sincere!” I asked him what 
made him think so and he replied: “Because they won’t recognize the union.” 

I then suggested that this management might in all sincerity believe that 
union recognition was not a proper step for it to take. But though up to this 
moment our conversation had been highly intellectual, my union friend 
simply could not see that any management could be genuinely sincere and 
still refuse recognition to a union. Obviously his emotions had at this point 
erected a stone wall which reason could not penetrate. 

I remarked on this incident to an individual formerly in the labor move- 
ment but now otherwise engaged. To my amazement the result repeated 
itself. The words “union recognition” aroused an emotionalism that again 
brought reason to a dead stop. 

But if you think this reaction is peculiar to labor, I suggest that you 
toss the two words “union recognition” into a typical group of employers and 
watch what happens. If after five minutes you can identify one fifth of the 
conversation as reason uncolored by emotion, you may expect the millen- 
nium tomorrow. 





*This paper was presented at the A. M. A. Annual General Management Conference held at the 
Hotel Pennsylvania, New York, May 24 and 25, 1934. 

The object of the publications of the American Management Association is to place before the 
members ideas which it is hoped may prove interesting and informative, but the Association does not 
stand sponsor for views expressed by authors in articles issued in or as its publications. 


3 











4 PERSONNEL 


Every one of us, even if we do not realize it, brings to this question of 
The Labor Background some emotional pressure. But in preparing this 
paper I have sincerely tried to attain that detachment possible only to a 
historian observing from the rock of subsequent years. 


Will problems of relationship with employees constitute a larger 
element in management from now on? 


If I had been asked to answer this question on two minutes notice, I 
would definitely and unqualifiedly have answered “Yes.” But after some 
thought I am not so sure that a simple “Yes” would be a fair answer. 

This question may be looked at in either of two lights: the practical 
or the academic. A practical answer is very simple. It is just this: 

At the present time no established, reputable and legitimate business can 
afford to be careless and thoughtless in its relationships with employees, and 
in a great majority of cases this means that more attention must be paid to 
labor problems than ever before. In the past most businesses have had no 
conscious employee relations policy, and when problems did arise, instinct, 
emotion, and prejudice dictated management action. No one would be 
Utopian enough to claim that the day of instinct and emotion in employer- 
employee conflicts is over. But that the need for fact and reason and for 
conscious, intelligent labor policy on the part of management is greater than 
at any time in the past seems unquestionable. 

But the academic answer to this question of whether or not employee 
relations problems will from now on play a larger part in management is 
not so easy. 

For most, 1 presume that the word “academic” and the words “dry and 
boresome” are synonymous. But in fairness I: cannot leave this question 
without looking at it from this point of view. 

Every important factor in business tends to move in waves. To this, 
employee relations are no exception. During the past three years, I have 
conducted a considerable amount of original research on such business factors 
as volume of demand for a given product, volume of production, individual 
commodity prices, stock market prices, dollar volume of business transacted, 
and the general trend of business from prosperity to depression and back 
again. In each case I have been able to identify definite, measurable waves, 
and in many cases to establish the existence of a remarkably definite period- 
icity, or wave length. If the ebb and flow of employee relations problems were 
as readily measurable as, for instance, the demand for automobiles, I am 
quite sure that a similar wave motion could be identified. 

One of the most interesting things about the waves in, for instance, 
prices, is that waves of several different lengths seem to be imposed upon 
one another somewhat as sound waves. That is to say, we have long waves 
and short waves both at the same time. 
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THE LABOR BACKGROUND 5 


If we assume that labor problems move in similar waves, it would prob- 
ably be generally agreed that we are now on a rising wave. 

On the contrary, my own judgment would be that we have definitely 
passed the crest of a short-time wave (in other words that we have passed 
the current peak of excitement over labor problems) and it is conceivable 
that we shall soon pass the crest of an underlying long-time wave which had 
its beginning more than a century ago. 

Shifts in intensity of employee relations problems are based on three 
factors. The first of these is economic. The second we may roughly call 
psychological. The third is political. 

To simplify slightly: We have first of all the trend in basic conditions 
governing supply and demand of employment. This is the economic factor. 

Secondly there is a trend in what we may roughly call social conscious- 
ness. This is the psychological factor. 

Third there is a trend in the desire and the power which men have, to 
try out their social and economic ideas through political action. This is the 
political factor. 

A great deal both of social consciousness and of political desire has 
been generated by economic hardship. But it is interesting to ask ourselves 
whether in all three the ebb has not now set in. 


How extensive and serious will strikes be during the next year or 
two? 


I shall try to make a statistical rather than an imaginative response to 
this question because experience has taught me that those who anticipate 
trends on any other basis are usually wrong. Actual data on strikes are not 
as complete as could be desired, but I have used those supplied by the Depart- 
ment of Labor, and have found them reasonably consistent. 

In looking at the chart (page 6) covering the actual number of disputes 
reported during the past nineteen years, you will get the impression that 
from a high point early in 1916, the number of strikes receded to a low at 
the end of 1928 after which it rose again to the present recent high. To 
those who think that our recent strike trouble is due entirely to recent legis- 
lation or to the beginnings of recovery, this will be surprising news. 

The real fundamentals are even more striking. I have analyzed these 
figures by 2 method which I have successfully used in anticipating changing 
trends in business consumption, production, and prices. My analysis shows 
the pivot point to have been September, 1924. In other words, although the 
number of strikes continued to fall for four years after that date, the forces 
were already at work which caused the strike-increases of 1929 and subse- 
quent years. 

This same analysis should be of special interest because it indicates the 
probability that July, 1933, was the pivot point on the up-side. In other 
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words, although strikes may continue to increase for a time, the forces which 
give rise to them are already weakening and, barring accidents more striking 
than anything which has occurred to us in the past fifteen years, we may 
look forward to gradually ameliorating conditions for perhaps the next ten 
years. As I have said, this is a probability; it is too early to make any such 
statement with certainty. 

As for the immediate future, two very interesting observations can be 
made after a casual study of the Department of Labor figures. 

The first is that from 1916 on there has been a surprising tendency for 
strikes to increase in alternate years. Thus there were more strikes in 1917 
than in 1916, more in ’Ig than in ’18, more in ’23 than in ’22, in ’25 than in 
’24, in ’29 than in ’28, in ’31 than in ’30 and in ’33 than in ’32. And statis- 
tical analysis shows that although there were no actual increases in the two 
pairs of years I have not named, beneath the surface there were increases 
in stress. 

The second interesting observation covers the number of workers in- 
volved in strikes. In 1922, the high point, the average number of workers 
per dispute was nearly 1800. In 1930 it had fallen to less than 250 per dis- 
pute. In 1933 it had risen again to 560, and early this year it had already 
risen to the thousand mark. 

Insofar as conclusions for the near future are justified from the brief 
statistical study I have been able to make, they are these: 


1. Strikes this year will possibly be less extensive than last year, but indi- 
vidual strikes may be more serious. 


2. Although the number of strikes may continue to increase for two years 
more, there are already at work underlying factors which will cause a 
diminution, and it is quite possible that strikes will decrease rather than 
increase from now on. 


3. 1935 may be a more serious year than 1934, but if so, 1936 should again 
see improvement. 


4. In respect to numbers involved, we may have some very serious strikes 
ahead of us in the next few years. 


What is ahead of us in labor union policy, structure and leadership 
as these affect management problems? 


This is unquestionably a most interesting and significant question. 

The much discussed Section 7a of the National Industrial Recovery Act 
does not force all employers to deal with their employees through labor 
unions. In effect, however, it has forced many to do so, and has made it 
essential that progressive management everywhere develop clear-cut, reason- 
able and intelligent policies covering actual or potential relationships with 
organized labor. Such policies can be based only on a comprehension of 
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what labor union leaders are thinking, why they are thinking as they do, and 
where their thinking is likely to lead them. 


Of these three items—policy, structure and leadership—structure seems 
at the present moment to be the key to the future. Specifically, American 
labor is at the crossroads of choice between the traditional trade-union or 
craft-union set-up and the industrial-union idea heretofore espoused chiefly 
by radicals. To the two different line-ups the names horizontal and vertical 
are becoming attached, although there is considerable confusion in the use 
of the word vertical, because of the quite different idea we have in mind 
when we speak of vertical trusts, or the vertical organization of industry. 


In its undiluted form, trade or craft or horizontal unionism puts car- 
penters and bricklayers and truck drivers and Pullman porters into separate 
pigeonholes. Vertical unionism, on the other hand, puts carpenters and 
plumbers and bricklayers and all other building workers into one group; all 
the railroad employees into another; groups the bakery truck drivers with 
other bakery employees; puts textile truck drivers into the same pigeonhole 
with weavers, etc. It is vertical in the sense that it includes workers from 
top to bottom in one industry or company. 


At the outset of the recent up-surge of labor activity, the traditional 
trade union line-up was easily predominant in the American Federation of 
Labor and in the labor field as a whole. But for some years now, the left 
wing of the labor movement, usually from outside the Federation, has been 
shouting the merits of industrial unionism. The shouting was loudest in the 
heyday of the I. W. W., but, even after the decline of the I. W. W., indus- 
trial-union leadership was considerably more aggressive than trade-union 
leadership. 


In this country the most notable example of vertical unionism has been 
the Amalgamated Clothing Workers, but attempts to organize the food work- 
ers in hotels and restaurants and the textile workers have had considerable 
public attention. 


Some anti-trade-union thought has also cropped out from time to time 
within the Federation. In an introduction written seven years ago to a book 
on company unions, a labor editor, while pleading that the American labor 
movement give unified support to the American Federation of Labor, also 
makes this telling statement: “Practically speaking, it is clear—and becoming 
more so every day—that craft unionism is not the form of organization that 
can cope with the plant groupings of the employing interests.” And he 
quotes with emphasis from the book itself this even more vivid assertion: 
“‘One thing is certain—no craft union will ever make the slightest headway 
against the company unions. No matter how militant its tactics, this archaic 
type of union is worthless as a weapon in the struggle against the ‘employer 
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But the book itself was written by Robert W. Dunn, a left-winger whose 
words have carried little weight within the A. F. of L. itself. 

So far as I know, the first intimation that the traditional A. F. of L. 
attitude might be modified came with the announcement last year that Sidney 
Hillman’s vertically organized Amalgamated Clothing Workers had become 
affiliated with the craft-organized A. F. of L. On the surface this looked 
like a perfectly natural joining of forces to take full advantage of labor’s 
opportunities under the New Deal. But there are those who say it means 
that Sidney Hillman, the most practical apostle of vertical unionism and 
considered labor’s leading statesman, the man who has told labor the strike 
is the weapon of the jungle, will one of these days take the helm in the holy 
of holies of the American Federation of Labor. 

In September of last year came the strikes of the automotive die makers. 
That these individual groups, relatively small in number in their industry, 
so thoroughly disrupted manufacturing schedules as to make abandonment 
of the January Auto Show a possibility, was dramatic testimony to a glaring 
fault of craft unionism. It called the attention of millions to the fact that 
this isolated, small group was not only blocking a business recovery which 
would affect everyone in the United States, but was also threatening the jobs 
and incomes of tens of thousands of other working men in the same industry. 

In October, Recovery Administrator Hugh S. Johnson tossed a bomb- 
shell by making this emphatic statement in his address before the convention 
of the American Federation of Labor: “I believe in a vertical organization 
of labor in each industry on a national scale.” 

General Johnson softened this by adding: “It is labor’s right to select 
its own organization and its own representation.” Nevertheless this expres- 
sion in favor of vertical unionism, made directly to the A. F. of L. by the 
head of the NRA, and following so soon after the trouble in Detroit, Flint 
and Pontiac, seemed to many to be handwriting on the wall. It was in effect 
saying to the leaders of the Federation: “This government is giving you an 
opportunity you have never had before. But unless you purge yourselves 
of the evils of craft unionism, matters may have to take another course.” 

Now what is the attitude within the Federation itself to this proposed 
changing of its spots? Heads of individual unions within the Federation 
will tell you frankly that inertia which holds back a change in union struc- 
ture is due primarily to the obvious fact that if craft unionism disappears, so 
do the jobs of most of its trade-union officers. Plainly enough, a man who 
has spent his active years fighting the battles of a single craft will be a man 
without a country if craft unionism goes on the scrap heap, and, naturally 
enough, he is not anxious for the change. 

But I have been surprised to discover, since starting the investigation 
necessary for this paper, that some heads of unions within the Federation 
are working in exactly the opposite direction. These leaders believe that the 
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abandonment of craft unionism is inevitable. And they have discovered how 
they can preserve their own positions by refashioning their organizations to 
fit into the new picture. 

One union head told me, for instance, that in his organization, the orig- 
inal members of which were machine operators, he is now working to get 
jurisdiction over teamsters and truck drivers, stationary engineers, electri- 
cians and other already organized trades, and is conducting drives to organize 
other workers in the same industry who have not heretofore been unionized. 

A similar step is contemplated in the typographical union, I am told, the 
leaders of which realize that only by adding to their forces hitherto over- 
looked groups such as the workers who distribute newspapers, can they break 
out of the rut into which craft unionism has dropped them. 

A middle ground which recognizes the importance of integration by 
industry but does not believe that this means the abandonment of craft 
groupings is held by some of the railroad unions. The union executive who 
told me about this freely admits that labor must take into consideration the 
financial and operating limitations of the railways—in other words, that they 
must think just as much in terms of the welfare of the industry as a whole 
as should the executives of railroad corporations. But he also feels that the 
unions are quite capable of doing this while continuing to represent each a 
different craft-group of railway employees. 

To one of the union heads who is trying to transform his own constitu- 
ency from a craft group into a vertical group, I put the question of what 
would ultimately be the official attitude of the Federation, now supposedly 
favorable to old forms. With no hesitation at all he answered: “At the right 
time we'll force the Federation heads to change their position.” 

Meanwhile, the employee himself, the rank and file of the union, is tak- 
ing a hand in this conflict between the old and the new. Here, again, oppos- 
ing interests find expression. 

One union executive (himself a craft-union man) told me that the ver- 
tical idea is bound to triumph, because if leaders do not take it up, the workers 
will force it on them. He cited one strike in which employees of all depart- 
ments in a certain company took matters in their own hands, and in effect 
gave to the craft leaders an ultimatum that they wanted vertical unionism 
or nothing. 

But another union head, the one I have already quoted as planning 
to use the big stick on Federation leaders, points out that most rank-and-file 
members are themselves opposed to the new idea. Here again, as with the 
craft-union officers, the question is one of vested interest. By and large, it 
is pointed out, those employees of any given industry who are already organ- 
ized are in the higher paid brackets. They are machinists, truck drivers, 
machine operators, automotive die makers, for instance. But, in any given 
industry, whether that of baking or printing, of automobile manufacturing 








~— eri me Fr Fr 


THE LABOR BACKGROUND 11 


or cloth making, the less skilled and lower-pay groups will dominate numeri- 
cally. To the present top-bracket boys this means that, under vertical union- 
ism, wage agitation of the future will be directed toward raising the incomes 
of those in the lower brackets, and that they themselves will have to forego 
demands for increases for some time to come. 

The same labor leader tells me that in his own group he has already 
faced this problem, and made his old timers like the idea of helping to organize 
their lower paid co-workers. 

With all these different elements at work, and undoubtedly others which 
I have overlooked, it is anyone’s guess as to what the eventual outcome will 
be, or how long it will take for the corpse of craft unionism to be laid in its 
grave—if that is to be the outcome.' In the meantime, let us look for a minute 
at the possible advantages which a shift to vertical unionism would have for 
employers. I say “possible” advantages because the five that I shall name 
are entirely theoretical. 


1. Vertical unionism should mean the end of the traditional type of juris- 
dictional fight; that is to say, the quarrel between your carpenter and 
your plumber and your metal worker and your electrician as to which one 
has the right to pick up a tool and which to lay it down. 

2. It should lessen the chance that the entire operation of a business may be 
tied up by the demands of a small minority such as the tool and die makers 
in the automotive industry. 

3. Vertical unionism seems likely to develop responsible leaders—men 
through whom employers can deal on a basis of reasonableness with at 
least as much confidence as is present in dealings with customers, com- 
petitors and suppliers. 

4. It may result in employees learning to think in terms of the welfare of 
the industry by which they are employed. 

5. It may result also in employees learning to think in terms of the welfare 
of the particular company by which they are employed. 


What about disadvantages? There are several. 


1. It is possible that a new type of jurisdictional dispute will arise, similar 
to the disputes now in the making between code authorities. 

2. Organization of all the employees of an industry, by laying stress on 
raising the income of those who earn the least, may tend to limit the 
income and thus discourage the initiative of skilled workers. 

3. Organized employees of an entire industry, and their leaders, will un- 


questionably have far greater bargaining power than employees in a 
single trade. 





4 Another step apparently leading the A. F. of L. forward on the path to vertical unionism was 
taken in June, when the United Automobile Workers National Council was formed, as an inter- 
mediate step in the attempt to organize all automobile workers into a single union. 
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4. They will also have greater political power, and offer a better chance for 
the imagination, constructive or otherwise, of politicians. 

5. A fifth point, which may not be a disadvantage, is that industry will have 
to develop more statesmanlike executives to match the presumed improve- 
ment in union leadership. 


With all these points, different possibilities must be noted for vertical 
organization of individual companies and vertical organization of entire in- 
dustries. Union leaders who are steering toward vertical unionism fear the 
idea of company by company organization, because it would give them less 
bargaining power and give the employer a better opportunity to deal with his 
own employees on a basis of reasoning. 

From the workers’ standpoint, however, individual company organization 
might be more advantageous, because of greater flexibility. A union cover- 
ing an entire industry may be handicapped in dealing with a crisis, by its 
remoteness from the local situation. 

Just where the employer or the worker comes out in the choice between 
these two types of vertical unionism it is scarcely worthwhile to surmise, for 
the chances are there will be no choice to make. If organized labor does 
swing over from craft organization to vertical organization, it will almost 
certainly attempt organization of entire industries. The one real chance for 
organization-by-company to get a foothold is through employee represen- 
tation. 

Now as to policies and leadership. 

Union policies in this country are little likely to change until leadership 
changes. If a shift to vertical unionism does occur, a new set of labor leaders 
will come to the fore. If no such revolutionary change occurs, then changes 
in leadership will be evolutionary and slow. 

With a complete change in structure and a substantial change in leader- 
ship, it may be that we can look to the labor unions of this country to develop 
policies and ideas at least as progressive as those now held by the most 
advanced labor thinkers. And by “progressive” I mean policies in tune with 
sound economic thought. 


lf so, it will be up to industry to match them with policies and ideas 
still more sound. 


What are the possible developments of employee representation? 


The answer to this question lies entirely in your own hands. There is 
of course a possibility that legislative action might put an end to it. At the 
moment this seems improbable. And if the constructive possibilities of em- 
ployee representation are intelligently and sincerely developed by employers, 
it seems likely to gain such a foothold in our national economic structure that 


nothing but the development of abuses will give future hostile legislation a 
foothold. 
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The greatest blow that has come to employee representation has been the 
success of trade unions in tagging it with the label “company unionism.” 
The only true company union is the organization of employees put together 
by an employer as a defensive move to keep organized labor out of his plant. 
But in past years there have been just enough real company unions in our 
midst to give labor leaders the sincere impression that all employee repre- 
sentation systems are hypocritical devices of the employer to keep the em- 
ployee under his thumb, and to deprive him of his power not only of inde- 
pendent action, but even of independent thinking. 

A few days ago I read a few chapters in a now out-of-print argument 
against company unions by Robert W. Dunn, a radical labor leader, entitled 
“Company Unions.” The book was published in 1927. When the author 
quoted from the minutes of certain employee associations to prove his point 
of a “sinister purpose” behind employee representation, I was forcibly re- 
minded that when several years ago I myself, a firm believer in the possibilities 
of employee representation, read some of the minutes of these same organi- 
zations I was struck by the hollowness and pretense which characterized them. 
It seemed as if the management was afraid that the employees really would 
get representation, or really would take up serious problems. In other words, 
that it was conducting the whole affair with its tongue in its cheek. 

It is a fact we cannot dodge that almost every employee representation 
system which has come into being in the past ten to fourteen months owes 
its birth to Section 7a or to shrewd anticipation of 7a. It is also true that 
many an employer is today singing the praises of the company union who a 
few years ago would have nothing to do with employee representation. The 
reason, obviously, is because he prefers the company union to the outside 
union. 

This does not give us a very good starting place for the kind of employee 
representation that will successfully hold its own against organized labor by 
insuring a better deal for the workman, the producer and the consumer. 

Yet it is on this very test—the test of greater value to all—that employee 
representation must stand or fall. Union activity is at present based almost 
completely on the sincere belief that the interests of the employee and the em- 
ployer are opposed. So long as this remains true, sound employee representa- 
tion must stand with even greater sincerity on the idea that there is a common 
interest so great that if it is honestly sought, individual differences will become 
minor; and, further, that employee representation can be honestly and intelli- 
gently used to promote this common interest. 

If union thinking eventually recognizes community of interest, then 
employee representation will have to stand on the ground of greater achieve- 
ment alone. And that means greater mutual achievement. 

Meanwhile, as one experienced employee-relations counsellor pointed out 
when he read the first draft of this paper, there may not be one single reader 
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of this paper who has really freed himself from “conflict psychology.” It 
is very easy indeed to say that the interests of employer and employee are 
one, and to have a sentimental feeling that this is true. But it is quite another 
thing to put the idea genuinely into practice. 

There are those who believe that employee representation as we now 
know it is but an intermediate stop in an entirely new industrial structure. 
Some think the next stop will be a federation of employee representation 
systems. 

But until employee representation has proved that it can continue to 
exist, these possibilities are scarcely worth discussion. And if it is to con- 
tinue to exist, employers and executives must first of all divest themselves 
completely of the company union spirit, and secondly supplant conflict, in their 
own mental processes, with a genuine sense of mutual interest. That is why 
I say the future of employee representation is in your hands. 


How will labor trends affect the future selection and promotion of 
business executives? 


We are here speaking primarily of selection and promotion in companies 
which make some attempt at a scientific approach to their problem of execu- 
tive personnel. Although it is difficult to get precise instances, there have 
certainly been many cases during the past years when managements have been 
seriously embarrassed by the lack of finesse with which executives in critical 
positions have handled problems of wages and hours and union recognition 
and employee representation, etc. 

At any time, a tactical mistake in an employee relations crisis may cost 
far more than the salary of the man who makes it. And in times such as 
those through which we have been passing, no company is rich enough to be 
able to afford crudeness in dealings with labor. Nor does this mean that 
merely superficial finesse, or the ability either to out-general or to soft soap 
the working man and his representatives is called for. 

I venture to say that in the past twelve months those executives who have 
been most successful in handling labor relations from the company stand- 
point have also been those who understood most clearly what workers and 
their leaders were thinking about, who were able to achieve a certain amount 
of judicial detachment in appraising the desires of their men, and mentally 
honest enough to recognize those points in which the men had a good case, 
and who further were able to enter into each problem as it arose with true 
objectivity and a sincere desire to achieve a solution unquestionably fair to 
all concerned. 

In other words, those have not been happy days for the hardboiled or 
stiff-necked employer. 

At least one large corporation head has returned from a critical confer- 
ence at Washington to spread the word throughout his organization that from 
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now on it is absolutely essential that the company have clean hands in all its 
dealings with labor. And this in spite of the fact that for a number of years 
this corporation has pursued what in its own judgment and probably in the 
judgment of most of us was a sound and fair labor policy. 

In at least one other large company, the executive head has directly 
informed every head of an operating subsidiary that from now on intelli- 
gence and sincerity in dealing with employees are to be the basis on which 
their performance is judged. No amount of demonstrated technical and 
operating skill will save the scalp of a president in this organization who can- 
not live up to the 1934 standard of human relations. 

Here is regeneration coming, through stress of circumstance, from the 
top down. Sam A. Lewisohn, chairman of the American Management Asso- 
ciation, pointed out a number of years ago that it is far easier for top man- 
agement to achieve an enlightened viewpoint in labor relations than it is to 
secure adherence to such a viewpoint in the lower ranks of executives and 
supervisors who are in direct contact with employees. In other words, that 
a sound policy believed in by presidents and vice-presidents is one thing, and 
the same policy adhered to by managers, superintendents and foremen is 
quite another. 

In this situation lies a real need for attention to problems of labor rela- 
tions in the selection and promotion (and may I add training?) of business 
executives. 

The existence of the need by no means indicates that there is going to be 
a mad rush toward a new idealism or that the average management is going 
to think in terms of labor problems when it selects or promotes executives. 
But wise managements will certainly be doing so for some time to come. 

In the light of what has recently been happening in Minneapolis and 
Toledo a great deal of what I have said may appear cool and detached and 
aloof from reality. But 1 submit to you that it is only by approaching these 
problems with coolness and detachment and intellectual honesty now that we 
can hope to handle such problems as those of Minneapolis and Toledo in the 
future if, unfortunately, they come into our experience. 


Postscript, July 26th, 1934. 


Since the presentation of this paper at the Association’s annual meet- 
ing, the San Francisco “general strike” has flamed up and subsided. 

Its occurrence at this time adds to the expectation that “we may have 
some very serious strikes ahead of us in the next few years.” (Page 7) 

The San Francisco strike emphasizes, too, the necessity for management 
to do its thinking about such conflicts before they burst upon us. 
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From the written records of the strike alone, it is perhaps impossible at 
this time to draw reliable conclusions as to what actually happened. Never- 
theless, I venture the following comments: 


1. The strike would never have occurred, nor would the new unions have 
got a foothold, but for management’s neglect to recognize and eradicate 
conditions concerning which workers held grievances of long standing. 

2. “Conflict psychology” is written on every page of the record. 
Management was grossly ignorant of what was going on in the minds of 
workers, and of the local trends in union organization and leadership. 

4. No matter how sincere its attitude may have been, management failed 
completely to win the trust of workers. 


It is safe to say that in the next serious strike the same trail of weak- 
nesses will be found. 


Personnel Policies in the Light of the New Deal’ 


By H. B. Bercen 
Director of Industrial Relations 
The Procter & Gamble Company 


N PREPARING this paper, I wrote to approximately forty of my col- 

leagues in the field of personnel management and industrial relations and 
requested them to advise me what outstanding personnel policies they be- 
lieved should be considered and studied in the light of changes necessitated by 
present-day conditions. Replies received from thirty indicate their belief 
that practically every phase of personnel management must receive attention 
at this time. In other words, management should give to organized personnel 
work the attention which personnel men have long advocated but which has 
seldom been given. However, there are two main suggestions which appear 
to run through the correspondence. The first is that there be developed 
better methods for explaining to the employees not only the reasons behind 
the personnel policies and practices of the company but also the actual 
methods and techniques of personnel management as well as the data support- 
ing conclusions and decisions. The second suggestion is that the foremen 
and other supervisors must be better trained in the techniques of imparting 
to the employees these policies and methods and that these representatives of 
the management themselves acquire greater skill in personal leadership. 





* This paper was presented at the A. M. A. Annual General Management Conference held in 
New York, May 24 and 25, 1934. The paper is one of a series presented under the general topic, 
“Management Policies in the Light of the New Deal.’’ Each paper of the series attempts to answer 
the questions indicated in this paper in bold face type. 
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In presenting more specifically some of the opinions expressed by my 
correspondents, I shall follow the general plan which has been developed for 
this conference by attempting to answer the three questions which have 
been suggested for the papers concerning management policies. 


1. In what respects has freedom of management action become limited 
in the field of management activity ? 

2. On what factors still under the control of management must progres- 
sive companies rely in order to offset these limitations? 

3. What problems of policy and procedure are created by these changes? 


It should be understood that the thoughts expressed represent my inter- 
pretation of the correspondence. 


In what respects has freedom of management action become limited in 
the personnel field of management activity? 


Obviously, the freedom of management to effect savings by working 
employees for unlimited hours at low wages has been greatly curtailed. It 
is no longer possible to bring out competitive products quickly or to meet 
price competition by increasing hours of work and reducing wages. A dis- 
cussion of the economic and social implications of minimum wages and maxi- 
mum hours by government fiat is not within the scope of this paper. The 
thought has been expressed, however, that restrictions in hours and wages 
under N.R.A. codes may tend to retard recovery because of the costs in- 
volved. As long as we have a capitalistic system, it would seem necessary 
to permit profits to encourage industrial enterprise. On the other hand, some 
feel strongly that these restrictions promote sounder management rather than 
limit it because the history of industry has been one of reducing hours and 
working out wage scales which more nearly reward individuals for their 
efforts and secure a greater justice for employees. Also, instead of limiting 
the field of executive action, the codes have made it possible for the leaders 
in each industry to initiate new rules for the administration of industrial rela- 
tions and for the elimination of oppressive labor practices. 

There is considerable feeling that the freedom of management action in 
the field of joint relations has been limited by the issue of labor organiza- 
tion raised by the famous Section 7a of the National Recovery Act. Sumner 
H. Slichter points out: “Competition with trade unions may be expected 
to make employee-representation committees far more independent and aggres- 
sive than in the past. Indeed managers should not expect the more or less 
family relationship which was possible in the past to continue in the future.’”” 
It appears that employees have awakened to their rights to bargain collectively 
and that they will no longer meekly accept the ultimatums of management 
as embodying all that is fair in matters of wages, working conditions, dis- 


1 Slichter, Sumner H., “Labor under the National Recovery Act,” Harvard Business Review, Janu- 
ary, 1934, p. 162. 
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charge, and the like. The freedom of management to fire indiscriminately 
has been abridged. Also, management may no longer be able to evade issues 
where a show of figures is necessary and, if it has had a close-mouthed policy 
in this respect, may be required to loosen up. There will be an increase in 
the critical attitude of employees with any change in personnel policy. A 
prominent educator believes that “the naive observations of which manage- 
ment is still guilty will be less readily effective than they have in the past.” 
Perhaps this will also stimulate better and sounder management rather than 
limit it. In this connection, there is some feeling that the limitations on 
management action have been negligible in comparison with the stimulus pro- 
vided to the recognition of personnel administration as one of the most vital 
and important functions of business management. 

Freedom of management action in various industries has been limited in 
a number of other policies, such as the employment of minors, number of 
watchmen, number of apprentices, equal pay to women for equal work, ad- 
vance notice in dismissals, limitation of time for classification as a learner, 
company stores, and company houses. It would seem, however, that these 
restrictions impose little if any detrimental limitation on management activity 
but rather tend to improve industrial relations in the industry. 


On what personnel factors still under the control of management must 
progressive companies rely in order to offset these limitations? 


The personnel factors still under the control of management may be 
classified as follows: 


1. A better organization structure 

2. Better selection of the general forces as well as foremen, salesmen, 
clerical workers, technical specialists, and executives 

Better training of all classes of employees 

More scientific wage and salary administration and financial incen- 
tives 

Better employees’ service plans 

More efficient health control and accident prevention 

Improved joint relations 

Better personnel research 

9. More inspiring leadership and efficient supervision. 
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In discussing the next question, we shall plan in general to follow this 
classification. 


What problems of personnel policy and procedure are created by these 
changes? 


Organization: Many management difficulties go back to faulty organ- 
ization structure. How many companies maintain an up-to-date organization 
manual showing clearly the lines of authority and responsibility from the 
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board of directors through the executive and supervisory staff to the rank- 
and-file workers? How many of such manuals define clearly the relationship 
of the functional departments, especially the personnel department, to the 
line organization? In how many cases might we expect to find real horizontal 
coordination and satisfactory integration of the functional specialists with 
the supervisory and executive staff? A careful study of the organization 
structure and horizontal coordination would seem to be the starting point in 
promoting better personnel relations. This might profitably be extended to 
the smallest units of the institution, such as those supervised by sub-foremen. 
Such a study may disclose too much supervision in some cases and too little 
in others and thus suggest economical changes. It should, however, begin at 
the top of the structure. Organization problems all too often are only con- 
sidered as part of a political struggle for power. Surely it is too much to 
expect other than mediocre personnel administration from the junior execu- 
tives and supervisory forces if a political struggle influences unduly the char- 
acter, form, and method of organization at the top. 

Another phase of the organization problem is indicated by a senior 
executive of a large public utility company who writes: “The fundamental 
cause of difficulties in relations within industries as well as in government 
and in society at large is the extent to which specialization of responsibilities 
and functions has been carried among nearly all members of every group 
and the parallel extent to which every specialist feels that he is competent to 
pass judgments and, if possible, to give orders on any question that comes 
up in every field except his own. The remedy to straighten out this impos- 
sible condition will be found not in an abandonment of specialization either 
as to processes or functions but in an extensive supplementation which will 
endeavor to relate each part to the whole objective and accomplishment. 
Management will find that it has its hands full for some time to come if it 
undertakes to establish this supplementation solely for the enlightenment of 
supervision in most industrial organizations. To the extent that it succeeds 
in developing understanding on the part of supervision it will find that the 
reflection of this understanding will at least produce appreciation on the part 
of the general forces.” This would seem to be especially true as regards 
the horizontal coordination of the personnel specialists with line organizations. 

Selection: Better selection of foremen, supervisors, and other execu- 
tives would seem desirable under present-day conditions. It is difficult to 
obtain satisfactory results from foreman and executive training if the trainees 
have not been carefully selected. This also applies to all other classes of 
employees, including salesmen, technicians, office workers, and factory em- 
ployees. Possibly a higher type of factory employee could be selected than 
previously, because the very fact that higher minimum wages are offered 
should increase the range of selection at least in some cases. Some compa- 
nies have encountered difficulty in securing enough men for certain skilled 
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operations in order to run two or three shifts. This also emphasizes the 
need for careful initial selection, Apparently, few companies throughout 
the depression have undertaken one of the most fundamental of personnel 
projects, namely, to strengthen their methods of selecting employees. 

Selection methods should be developed not only for initial placement 
but also for special training, transfer, and promotion. There should be a 
periodic follow-up of employees, including interviews, ratings, and medical 
examinations. During the last few years psychologists have made notable 
improvements in the reliability and validity of tests as selection devices. The 
application of these techniques should reduce the waste and loss due to 
misfits.” 

The thought has been expressed that better selection requires much 
greater centralization of procedure in the personnel department and that line 
executives yield to more objective measures of individual differences and 
reject any tendencies to base selection on prejudices and fancies. Also, there 
is the problem of developing a company viewpoint in matters of promotion 
in contrast to the narrow concept of departmental integrity. It would seem 
that the facilitation of all placement, transfer, promotion, and termination 
might logically be centralized in the personnel department. Here again, we 
go back to the problem of proper organization. 

Training: A study made several years ago indicated that most foreman 
training emphasized the process, equipment, and material aspects of fore- 
manship at the expense of the personnel aspects. Today, management must 
develop better ways of training the supervisory staff in interpreting to the 
employees the personnel policies, plans, and procedures of the company and 
in translating to the top executives the misunderstandings, complaints, griev- 
ances, and irritations of employees. This two-way channel of information 
must be developed more effectively than it has in the past. The foremen and 
other members of the supervisory forces must also be aided in developing 
better personal leadership skills and better ability for training on-the-job. 
The efficient foreman of today must not only get production but he must get 
this production under modern employee relations. 

Another aspect of supervisory training has been suggested by the assist- 
ant to the president of a prominent steel company. In his opinion it is 
absolutely essential that a progressive company definitely and in writing out- 
line its policies to the entire personnel and particularly to the supervisory 
staff. Written policies will minimize misinterpretations. This contemplates 
definite improvement in the supervisory staff, the members of which will be 


2 Kingsbury, Forrest A., “Psychological Tests. for Executives,” Personnel, May, 1933, pp. 121-33. 

Uhrbrock, R. S., and Richardson, M. W., “Item Analysis: the Basis ‘for Constructing a Test 
for Forecasting Supervisory Ability,” Personnel Journal, October, 1933, pp. 141-54. 

Lovett, R. F., and Richardson, M. W., “Selecting Sales Personnel: the Significance of Various 
Types of Test Material,” Personnel Journal, February, 1934, pp. 248-53. 

Viteles, Morris S., “The Human Factor in Substation er ee Specifications and Tests for 
Substation Operators,” Personnel Journal, August, 1929, pp. 81-1 

3 Bergen, Harold B., and Bergen, Garret Lawrence. oo Training Programs. New York: 
American Management Association, 1929. 32 pp. (General Management Series, No. 107). 
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required under the new conditions to do more effective planning and who 
will need to be qualified to analyze in detail each factor of their departments 
in order to secure more effective results. for example, each supervisor 
might be given training in time and motion study, 

An interesting commentary on present foreman training appears in the 
report of a fairly recent study by Nathaniel Peffer: 


“In practice, the discussion in foremen’s conferences may begin 
on a lofty plane but usually drops off to matters of daily routine—han- 
dling orders, disciplining recalcitrants, keeping shops clean, etc.,—all of 
which are useful but far from the imposing objectives which are set. 
So no doubt foremen acquire a few specific pointers helpful in the con- 
duct of the daily routine. But they will not, after ten sessions of an 
hour and a half, emerge not only good minor bosses, qualified to get the 
most out of their men in the shortest time and with the least waste, but 
also good executives, leaders of men, psychologists and successful 
teachers. Successful teachers! After a few hours of pedagogy taught 
by one who has himself been taught pedagogy in a few hours! They 
will not be able to teach and they will not attempt to. What they will 
have heard about training will go into oblivion as one more glittering 
generality in the inspirational exhortations in which modern business 
indulges so prolifically.’ 


Apparently, there is a need for better training of other classes of em- 
ployees. The restricted hours of work, as the volume of business increases, 
may tend to emphasize the importance of introductory training work inasmuch 
as many new people will be brought into the company. The shortage of 
skilled craftsmen will require the restoration in some form of apprentice 
and certain types of vocational training. The relationship between vocational 
schools and industry should be studied carefully at this time. 


Pay: The setting of minimum wage rates has tended to narrow the 
spread between unskilled and skilled labor and to indicate the need for a 
more scientific determination of wage and salary schedules. It would seem 
desirable to establish simple and logical pay schedules by means of: 


1. Job analysis and classification of positions 
2. The grading of all classes of positions. 


Such a procedure may lead to the discovery of many inequalities and 
point the way to a more equitable and economical distribution of wages and 
salaries. It should also prove helpful in explaining to employees the wage 
policy and procedures of the company. 

In view of the inaccuracy of present wage-incentive methods and the 


4 Peffer, Nathaniel. Educational Experiments in Industry. New York: Macmillan Company, 
1932. pp. 188-89. 
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dissatisfaction of employees with the standards developed, it would seem 
necessary to undertake more careful time studies and to set more accurate 
standards and wage-incentive schedules. Some of the greatest abuses against 
employees, according to the industrial relations executive of a large petroleum 
company, arise out of the “speed-up” systems developed as a result of time 
and method study. There is a need for a change in this work so that the 
emphasis is placed upon method studies designed to improve overall efficiency, 
including management, rather than to increase the physical activity and 
strain on employees. It is possible that an intensified time-study drive would 
not bring about the desired results. Perhaps, it would be much better to 
seek the whole-hearted cooperation of the employees by presenting facts 
to them in such a way that they will realize that their own personal interests 
are definitely dependent upon the success of the company. 

The general principle of financial incentives may be extended more care- 
fully to all classes of positions, including salesmen, technicians, and execu- 
tives. An attempt should be made to develop incentive plans which will 
tend to award extra pay in more direct ratio to individual merit. Perhaps 
group incentives should be eliminated in many cases. Financial incentive 
plans must be equitable, reasonably simple, and well understood by all con- 
cerned if the company is to receive the greatest possible return on its invest- 
ment in these plans. This applies to executive bonus plans as well as wage- 
incentive plans for factory workers and commission plans for salesmen. 


Employees’ Service: Employees’ service policies and practices should 
be examined closely at this time. The study of industrial pension systems 
made in recent years by M. W. Latimer indicates the need for making certain 
that the pension plan of a company is economically sound.’ Also, the in- 
creased economic necessity for humanely retiring the superannuated and in- 
efficient employee makes the study of pensions desirable. In addition, pension 
plans must be examined in the light of increasing legislation for old age 
pensions. 

A recent study of employee stock ownership plans by the Industrial 
Relations Section of Princeton University indicates that few such plans have 
been successful. The conclusions reached in that study are: “The provisions 
which have stood the test of safeguarding the employees’ interests during 
the depression may seem far too liberal for most companies to afford, But 
it is essential to the future development of sound industrial relations policy 
that the strict limitations upon the use of employee stock ownership be recog- 
nized. Even at this time it is a safe conclusion that both employers and 
employees have lost more from the movement as a whole than has been gained 
in improved morale and dollars saved.”® It is questionable whether a re- 





5 Latimer, Murray Webb. Industrial Pension Systems in the United States and Canada. New 
York: Industrial Relations Counselors, 1932. XXI+ 1195 pp. (2 volumes). 

* Davis, Eleanor. Employee Stock Ownership and the Depression. Princeton, New Jersey: Prince- 
ton University, Industrial Relations Section, 1933. II + 41 pp. 
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newed interest in stock ownership is warranted. On the other hand, the de- 
velopment of employee credit unions as a thrift device has received consid- 
erable commendation. 

A major problem of both industrial and public relations which confronts 
management today is to determine whether they should attempt to prevent 
the passage of any new social or labor legislation or to propose constructive 
substitute measures. Included, of course, is the question of unemployment 
insurance. Just what position should management take in these matters? 

Health and Safety: The adoption of various statutory regulations cov- 
ering occupational diseases under workmen’s compensation has in this con- 
nection led to a tremendous increase in legal cases and expense. An example 
is the silicosis situation. Additional prevention work is necessary at this 
time, including better safety engineering, sanitation, and industrial medicine. 
In addition, the foremen must be trained to make the employees feel that 
the best measures possible are being undertaken for their health and safety. 
These measures should reduce workmen’s compensation expense as well as 
loss from legal action covering cases outside the compensation law. 

The increase in automatic machinery and speeding up of human effort 
in the factory, which may follow attempts to get more out of each hour of 
labor and each hour of machine production, will require better guarding of 
equipment and more effective training of employees by the foremen in 
safe methods of work. 

Joint Relations: The development of true collective bargaining through 
employee representation, according to a number of replies received, seems 
to be one of the most important personnel problems which should be studied 
at this time. A prominent industrial relations executive believes that “em- 
ployees should be encouraged to take a larger part in adjusting wage rates 
and working conditions.” Opinion indicates that the industrial autocrat who 
arbitrarily hands down edicts and decisions, be they ever so benevolent, 
will have to change his methods. According to the views expressed by some 
of my correspondents, employees will no longer meekly accept ultimatums 
of management as being right and just and will want to participate in such 
inexact matters as wage determination, wage-incentive standards, and reasons 
for discharge. According to one writer, the flat refusal by management 
to discuss a matter and attempt to color or gloss over conditions will no 
longer be tolerated. 

On the other hand, management must establish by policy the scope of 
those matters which can properly be a subject for joint consideration and be 
prepared to justify it. For example, a wage increase demand may be met 
with figures showing that existing gross profits will not permit it. Workers 
may reply, “Raise prices.” Is this a matter for joint consideration? 

A prominent labor economist writes: “In view of the fact that many 
concerns, either willingly or unwillingly, are finding it necessary to practice 
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collective bargaining in one form or another, I wonder whether this general 
topic should be added to the personnel problems requiring study. In par- 
ticular, there is the question of what management can do to develop more 
responsible leadership among independent labor organizations—that is, a 
leadership which has a better appreciation of the problems of the employer 
and of the industry. Another important problem in this general field is 
the attitude which should be taken toward employee representatives when an 
independent union secures a majority in the plant and demands that employee 
representatives who are members of the union either resign as representatives 
or leave the union. Under such circumstances, should the management sug- 
gest to the representatives that they resign as representatives or should it 
encourage them to remain and to compete with the independent unions? Not 
long ago I attended a meeting of an independent union (not, however, affili- 
ated with the A. F. of L.), at which a number of employee representatives 
were expelled because they refused to withdraw from the competing employee 
representation plan. About an equal number took the reverse course and 
resigned as representatives in order to remain in the union. Should the 
management maintain the position of strict neutrality in such a situation or 
should it encourage one course or the other? Another question in this gen- 
eral field is the desirability of schemes of proportionate representation, such 
as are contemplated in the settlement of the automobile industry. My preju- 
dices are against such an arrangement because I fear that it is simply or- 
ganizing two counterirritants among the employees. Nevertheless, there is 
some disposition to imitate the settlement in the automobile industry and I 
think the problem should be carefully explored.” 

Management must also develop better techniques of cooperation and thus 
promote a more definite and harmonious understanding on matters of mutual 
interest. More care should be taken to explain to employees the reasons 
behind personnel policies, plans, and procedures. Personnel methods should 
be discussed in detail. Workers not only must believe in the sincerity of 
the management in matters of personnel policy but also must be convinced 
that the management pays and promotes individuals on the basis of merit 
because the executives possess the instruments for the measuring of indi- 
vidual differences and are skilled in their use. They will need to know 
what techniques are used in this connection, such as qualification records, 
tests, and rating scales, and just how these devices are used. Better knowl- 
edge of company policies and practices will also serve in other ways. The 
suggestion has been made that “many recent and current labor controversies 
might have been avoided if employees had been provided with dependable 
information concerning economic principles, management methods, and the 
internal affairs of their companies.” However, company information for 
employees will not be effective if it falls into the variety of telling workers 
how “good” the company is to them. 
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Personnel Research: An efficient and balanced personnel program re- 
quires facts which can be obtained only by research. A well organized per- 
sonnel department requires a research division which can collect and interpret 
the facts necessary for intelligent decisions on matters of personnel policy 
and procedure. Job analysis, development of selection devices, statistical 
analyses, and the like are examples of personnel research activities. In 
addition, the problem of measuring the attitudes of employees toward the 
management and toward the various personnel activities of the company 
forms an important research project. Unless the personnel program of the 
company is producing the desired employee attitudes, a revision should be 
made in that program. Psychologists have developed techniques which can 
be used in the measurement of employee attitudes.? These should be used 
to check the statements of the line executives that “we are just one big 
happy family.” 

Leadership and Supervision: In improving personnel and industrial 
relations at the present time, the motivation must come from top manage- 
ment. The chief executive must be sincerely interested in better personnel 
administration and must be willing to devote an adequate amount of time to 
the development and maintenance of sound personnel policies, plans, and 
practices. There must be inspiring leadership at the top and leadership skills 
must be developed in all members of the executive and supervisory staffs. 
Every member of the management group from the lowliest “straw-boss” to 
the president should make it his hobby to discover and train competent assist- 
ants. Each supervisor should be made to realize that the most important 
part of his work is.the planned training of the men who report to him. He 
must give much more time to personnel matters than he has in the past. 

The present-day tendency is a challenge to management either to sur- 
render or to strengthen its leadership. Merely improving working conditions, 
if it could be done indefinitely, might maintain leadership but would not 
strengthen it. Where conditions cannot be improved indefinitely, there is no 
alternative except to strengthen it. 

In conclusion, it might be well to point out again that we are witness- 
ing the passing of the industrial autocrat. According to Walter Lippmann: 


“The captain of industry in the romantic sense tends to disappear in 
highly evolved industrial organizations. His thundering commands are 
replaced by the decisions of executives who consult with representatives 
of the interests involved and check their opinions by the findings of ex- 
perts. . . . as compared with the old-style business man, the ordinary 


7 Kornhauser, A. W., “‘The Technique of Measuring Employee Attitudes,” Personnel, May, 1933, 
. 99-110, 

™ Mayo, Elton. The Human Problems of an Industrial Civilization. New York: Macmillan Com- 
pany, 1933. 195 pp. ; 

Hersey, Rexford B. Workers’ Emotions in Shop and Home. Philadelphia: University of Penn- 
sylvania Press, 1932. XVIII + 439 pp. : 

Uhrbrock, R. S., “Attitudes of 4,430 Employees,” Journal of Social Psychology (forthcoming 
issue). 
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executive in a great corporation is something quite strange. He is so 
little the monarch of all he surveys, his experience is so continually with 
stubborn and irreducible facts, he is so much compelled to adjust his own 
preferences to the preferences of others, that he becomes a relatively 
disinterested person. The more clearly he realizes the nature of his 
position in industry, the more he tends to submit his desires to the dis- 
cipline of objective information. And the more he does this the less 
dominated he is by the acquisitiveness of immaturity.” 


In this connection, it would seem desirable for the chief executive of a 
company to look carefully not only at the organization and horizontal co- 
ordination of the personnel department with the line organization but also 
at the qualifications and adequacy of the personnel staff. It will be difficult 
to develop better personnel policies and practices along the lines which we 
have discussed if the personnel department is not competently and adequately 
manned. 





* Lippmann, Walter. A Preface to Morals. New York: Macmillan Company, 1929. pp. 256-57. 


Training Chain Store Executives 


By Paut Mooney, Director of Personnel 
The Kroger Grocery & Baking Co. 


4 beomree G in The Kroger Grocery & Baking Co., started at the bottom 

instead of the top, and has progressed upward in the organization as 
dollar results exceeded dollar costs, and we were able to develop trained men 
to carry on the work. 

Our disregard of the axiom that training should begin at the top has 
been deliberate, because of our particular needs and the conviction that any- 
thing approaching a liberal application of this principle was highly imprac- 
ticable. In a company such as Kroger, with several levels of executives in 
the same line organization, each job takes its direction from those below. 
The duties, responsibilities, and methods of the District Sales Manager in 
charge of eighteen stores must be based on the duties, responsibilities, and 
methods of the Store Manager who reports to him, if there is to be intelligent 
coordination between the two jobs. The same relationship exists between 
the District Sales Manager and his superior, the Superintendent; between 
the latter and the Grocery Operator; and between the Operator and the 
Branch Manager. Consequently, had we followed the principle of starting 
training at the top, with the Branch Manager, we should have been obliged 
first to start at the bottom analyzing and organizing four separate jobs before 
we could begin preliminary work on training the Branch Manager. 
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None of our Branch Managers had asked to be trained; several had 
asked what help we had to offer on their pressing problem of developing 
competent store managers. So, instead of ignoring this demand and trying 
to convince the Branch Manager that he needed training more than the 
Student Manager, we began our training with the latter group. 

In setting up this training we were obliged to choose between risking 
the lack of control which usually accompanies training on the job where 
the operation is widespread rather than concentrated, and the lack of reality 
so difficult to avoid in classroom training. Since our organization is divided 
into twenty-one branches in as many cities, and covers seventeen states, we 
knew it was impractical to attempt effective supervision of training in any- 
thing like that number of points from General Offices in Cincinnati. So 
long as it apparently would be necessary to set up a separate operation in 
each branch which required training, with a man in charge locally, we con- 
cluded this offered sufficient promise of control to justify trying for the very 
real advantages of training on the job. 

Under the plan finally worked out, Kroger Student Managers learn 
primarily by doing. They receive better than go per cent of their training 
on the job, in one of the two hundred-odd training stores especially selected 
for this purpose. These training stores are representative units in charge 
of Managers who have shown themselves able and willing to develop other 
men. They have been trained specifically in their duties as Training Store 
Managers, and are under the staff supervision of a Training Instructor, 
a former District Sales Manager. 

During the twelve weeks he is in the training store (followed by four 
weeks as Reserve Manager to polish him off) the Student Manager learns 
how to manage a store, step by step, through actual performance of each of 
the manager’s duties until he becomes proficient. The Training Manager 
shows the student how to do each of these jobs, and criticizes constructively 
until his performance is satisfactory. The student also is provided with a 
training manual which not only tells him something about the Company as a 
whole, but also explains the why of each job, and the methods required for 
successful performance. In addition, the student goes to class each week 
under the Training Instructor, where the past week’s work is reviewed and 
emphasized, and the next week’s work outlined. Thus the student learns 
to manage a store by actual performance, by personal instruction from an 
outstanding manager, and from a Training Instructor who demonstrated that 
he was a competent store manager and a capable District Sales Manager 
before he was promoted to training. 

We do not assume that the student absorbs this training merely because 
he has been exposed to it. On the contrary, each week’s training is covered 
by a “Job Check Sheet.” These serve a dual purpose ; they specify the duties 
and responsibilities the Training Manager is to teach, the student to learn, 
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each week; they record the student’s progress. He checks off each assign- 
ment when he believes he has mastered it and the Training Manager then 
rates his performance on that particular task. The District Sales Manager 
also rates the student, then sends the Job Check Sheets to the Training 
Instructor, who reviews them weekly. When ratings are unsatisfactory, the 
Instructor goes over them with the Training Manager and the student, and 
the latter gets special attention. 1f he can not make the grade with this 
additional help, he is dropped from the training. Because of this intensive 
follow-up we do not need to assume that the Student knows how to manage 
a store; we have the assurance of three competent men that the prospective 
Manager actually has performed successfully each of the many jobs involved 
in managing a store. 

The major problems involved in developing a program for training com- 
petent store managers were first worked out on an experimental basis in a 
single branch. Writing the training manual was the easiest of these prob- 
lems. The difficult ones were those involved in getting the training properly 
used. This meant selling the line organization in the branch, training the 
Training Managers and the District Sales Managers on their responsibilities, 
and finding a man in the line organization who could be developed into a 
Training Instructor, and assume responsibility for the program as a whole. 
It also meant finding a place for the graduate students, and making sure 
that their training equipped them to manage stores successfully. All this 
work was supervised by men working out of General Offices. Until these 
problems had been answered satisfactorily, training was confined to a single 
branch, knowing that if we could demonstrate results there, we would find a 
readier market for our training in other branches. 

Demonstrating results we assumed meant not only training competent 
managers, but doing this at a cost the Company could afford to pay. There- 
fore, the Accounting Department was requested to set up accounts to which 
all training expenses—students’ wages, manuals, instructors’ salaries, rent, 
stationery, etc..—were charged. This enabled us to keep a running check on 
our training cost per student. Likewise, we kept track of the results of 
the trained men in comparison with those of their predecessors, corrected 
for branch trend. This enabled us to determine in dollars, rather than in 
opinions, how much we were investing in training and the returns we secured 
from this investment. Balancing these two accounts, we found that within 
three months after the completion of this training, the average student’s im- 
proved performance, as measured in dollars, brought back more than the cost 
of his training. 

Once it had been demonstrated on an experimental basis that not only 
was it possible, but profitable to train competent store managers, selling such 
training to the other branches was greatly simplified. Nevertheless, its ex- 
tension to other branches occupied a period of several months, for although 
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we had the program and the proof of its value, we had to find and train 
a man capable of carrying on the training, sell the field organization, select 
training stores, do a dozen other things involved in setting up an effective 
program, then stay with it until it was successfully under way. This work 
was performed or supervised by a General Offices man, who remained in the 
branch until he could turn a going program over to the local executives. 

This Student Manager training, now carried on continuously in our 
eleven largest branches, has provided a basis for extending training vertically 
as well as horizontally throughout the Kroger Company. It helped enorm- 
ously to sell the various levels of the line organization that training can be 
practical and profitable. The District Sales Managers and Superintendents 
in our training branches today usually insist on trained men for replacements. 
This student training emphasized the need for training the man above the 
Store Manager, namely the District Sales Manager. It also provided the 
Personnel Department with a knowledge of operating problems and practices 
which has been invaluable in developing and selling additional training as the 
need for this became evident. 

We now have separate training programs in operation for several dif- 
ferent positions—Grocery Clerks; Student Grocery Managers ; Student Meat 
Managers; prospective District Sales Managers, grocery and meat; Produce 
Contact Men; District Sales Managers; and Superintendents. Each of these 
programs is based almost entirely on training on the job. All of them train on 
the specific duties and responsibilities of a given job, and the methods re- 
quired for successful performance. A trained Instructor is responsible for 
the training program in each unit, and his work is supervised by the Branch 
Personnel Manager and by General Offices. Consistent follow-up to see 
that the training is used as intended, is regarded as the vital part of the pro- 
gram. Results are measured in dollars, and any training that can not pay its 
way is discontinued. 

The importance of certain fundamentals has been emphasized to such 
an extent in our experience that we regard them as essential features of any 
training project we undertake. 


1. Start training on an experimental basis. 


We have found two good reasons for observing this rule. First, 
because no matter how carefully a program is planned, if its initial 
operation does not reveal serious flaws, it at least will show room 
for improvement. The multiplication of these mistakes which occurs 
when a program is broadcast before it is proven, adds nothing to the 
prestige of the Personnel Department. 

The fact that a training program is of no value until it is sold, 
is another excellent reason for starting on an experimental basis. A 
man who has been drawing pay for doing a given job for several 
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years possesses a very natural scepticism concerning the ability of 
some “theorist” to show him how to do his job better. His superior, 
too, usually has some doubt about the value of training. The most 
convincing argument that can be offered to overcome the scepticism 
and doubt is evidence that the training has worked successfully 
elsewhere in the organization. 


Remember that a manual is the smallest part of any training job. 


Many excellent training manuals have become nothing more than 
tombstones for good ideas, because their author was romantic enough 
to believe that people would recognize a good idea when they saw 
it, and thereafter apply it intelligently. 

A good manual is an excellent start for a training program, but 
no insurance of a successful conclusion in the form of results. The 
results from the best of training manuals very likely will be no more 
than wasted time, a printer’s bill, and discouragement unless it is sold 
and intelligently used. 


Make your training program show a profit. 


A training program is not likely to get beyond the manual stage 
unless it is sold, nor last long after a sale unless it produces results. 
Even though a man subscribes to training in the abstract—and a 
good many responsible executives consider it a poor substitute for 
experience, and see no relationship between the two—it is pretty 
naive to expect him to embrace a given training program with en- 
thusiasm just because he believes in training. Even the most opti- 
mistic bond salesman does not expect his best customer to buy an 
unknown issue sight unseen, simply because he considers bonds a 
good investment. 

The surest way to sell a training program, and keep it sold, is 
to demonstrate that it gets results. Since it is customary in business 
to measure results in dollars, there is no good reason why the same 
yardstick should not be applied to training results. The Director 
of Training may get a great deal of pride from an impressive array 
of training manuals, from letters of appreciation received from 
trainees, from good grades on the quizzes, and enthusiasm in class; 
but unless his boss gets a thrill from the increased sales or profits 
resulting from training, the first expense reduction program probably 
will wreak havoc with the training department. 

A good many personnel men have convinced themselves that the 
results of training can not be measured in dollars, and are inclined 
to assume that this is of no consequence because of the intangible 
and esoteric good in many forms that is bound to result from train- 
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ing. The management’s ultimate answer to this attitude is very apt 
to be, “Oh, yeah?”, followed by vigorous blows with an axe. 

Granted that all the results of training can not be measured in 
dollars, some of them can be so measured about as accurately as the 
return on sales and advertising expenditures—and most certainly 
should be. If figures can be provided which show the training 
program has brought back only half what it cost, it has at least 
twice the chance of surviving that it would if the management were 
expected to take its benefit for granted. If it can be shown that 
a given program not only brings back its cost, but pays a dividend 
as well, the author can look forward to a rapidly expanding market 
for his wares. 


See that the training program is used successfully by the line or- 
ganization. 


Organized training always represents a considerable departure 
from existing haphazard methods, hence a change in attitudes and 
habits. Such changes seldom result from an executive order, a con- 
ference, a handsomely bound manual, or a combination of all three. 
Instead, they come about only through an abundance of skillful and 
patient work out in the field. 

Training on the job can be done only by the line organization, 
which means that one or more groups of superiors must be sold 
and kept sold on the training, must be instructed on the intelligent 
discharge of their duties in respect to the training, and constantly 
followed up to see that they carry out these responsibilities. 

The amount of energy, patience, salesmanship, and ingenuity 
which this follow-up—essential to the success of the training—re- 
quires, makes the writing of the training manual seem a simple task 
in comparison, as anyone who has done both will testify. 


Make some one individual responsible for each training unit. 
Sometimes the constant follow-up required for successful train- 
ing can be added to the duties of an existing executive. Making the 
responsibility for training results a side issue to some other job is 
apt to be disappointing, however, for side issues have a habit of 
getting side-tracked. Where it is impractical to have a trained man 
in each unit in charge of training—or often a single training program 
—the follow-up which is essential to successful training must be pro- 
vided from the home office ; not by letter alone, but in person as well. 


Train the man’s boss. 


Unless the ideas and methods incorporated in the training are 
likewise included in the supervision the man receives subsequent 
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to his training, the objectives of the training soon will become a 
memory rather than an actuality. The surest way to develop good 
store managers is not to train them in school and then turn them loose, 
but to train them on the job under a competent District Sales Man- 
ager. The best assurance of good District Sales Managers is not 
a training program for them, but competent Superintendents. 
There is a difference, however, between training a man’s imme- 
diate superior, as distinguished from his ultimate superior. The 
latter probably will be inaccessible until the training department first 
has demonstrated its wares on some of his subordinates, When the 
ultimate superior has been reached by that process, training probably 
will be a continuous process at all levels of the organization structure. 


Be sure the line organization realizes its responsibility for training. 
y 


The Personnel Department can plan a training program, install 
it, carry it out, and closely supervise the line organization in a staff 
capacity. This supervision frequently is essential to successful re- 
sults, but easily may prove fatal unless the Personnel Department is 
careful to distinguish between instructing and ordering, between ad- 
vice and authority. While the Personnel Department can instruct 
the line organization in the sense of imparting information, instruc- 
tions in the form of orders must come from a line executive. Unless 
this distinction is observed, the Personnel Department is apt to find 
itself in serious conflict with the line organization for having usurped 
a prerogative which belongs exclusively to the line. 

Training received in preparation for a job soon disappears in 
face of the reality of everyday supervision unless training and super- 
vision are coordinated. Such coordination will not exist unless the 
entire training program from its conception to its cooperation is a 
joint undertaking, with its execution definitely and solely the respon- 
sibility of the line organization. 


The one fact which stands out beyond all others in our experience with 
training is that no matter how good a training program may be, it must be 
sold, and kept sold. The only sure way of doing that is to demonstrate re- 
sults which management can and will recognize—a balance on the profit side 
of the ledger, not in abstractions or intangibles, but in dollars, 
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